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ABSTRACT 

This study traces the evolution of organizations with a strong 
emphasis on contemporary practices. As far as organizational 
structure is concerned there seems to be no evolving pattern taking 
over predominance in industry. None of the new concepts have 
emerged as the best type of organizational structure. Indeed, 
industry seems to be using a combination of these concepts in their 
formal organization. 

When looking at the human element in organizations however, 
there does seem to be an emerging pattern. Slowly, organizations 
are shifting to a more supportive approach in their relations with 
employees. This theory supplies man with Maslow's highest order 
needs and is seen most frequently today in project management. 
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I. FORMAL ORGANIZATION 



At first glance one would think that a discussion of organizational 
structure and theory would be a simple outlining of facts and principles 
that had proven themselves through years of management practice. 

Such is not the case, however. Research into the modern day 
writings of psychologists, management consultants, college manage- 
ment professors, and industrialists themselves indicate that organiza- 
tional concepts are in a ferment of change. There appears to be 
agreement on some principles but disagreement on many more. One 
thing is definite --there exists no generally accepted theory of manage- 
ment; however, principles, or theory, become the means by which light 
is shed on the understanding and improvement of management practice. * 

A. IMPORTANCE OF ORGANIZATIONAL STRUCTURE 

The importance of a sound organizational structure is emphasized, 
not only for reporting relationships, but as a tool for analysis of busi- 
ness performance and problems. A good organizational structure is 
not a panacea for industrial problems, but is a necessary foundation of 
any business. ^ 

^Henri Fayol, General and Industrial Management (New York: 
Pitman Publishing Corp. , 1949), p. 14-17. 

9 

Peter F. Drucker, The Practice of Management (New York: 
Harper and Row Publishers, Inc., 1954), p. 226. 
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Allen, writing for the National Industrial Conference Board, 
suggested the company organization charts as a logical place to start 
for an analysis of any firm. The charts would reveal such things as 
dual reporting relationships, overlapping responsibilities, unbalanced 

O 

work loads, spans of supervision, promotion paths, etc. 

The importance of a sound organizational structure is duly 
recognized as serving a number of important uses, some of which are 
not readily apparent. If organization structure is so important, what 
does it involve ? 

B. BACKGROUND RELATING TO ORGANIZATIONAL STRUCTURE 

It was not until the scientific management movement, the early 
administrative management theorists, and the writings of Max Weber 
on bureaucracy that there developed a systematic body of knowledge 
related to the management of complex business and other organization. ^ 

Scientific management owes its beginning to Frederick Taylor 
and his associates who, at the turn of the century, attempted to solve 
the problems of industry through the strict use of time, the technical 
perfection of production methods, carefully worked out incentive wage 
payments, and the rational organization of the entire factory based on 
work assignments so structured as to accomplish efficiently the main 
tasks of the firm. 

O 

Louis A. Allen, Charting the Company Organizational Structure 
(New York: National Industrial Conference Board, Inc., 1959), p. 45. 

^Fremont E. Kast, and Rosenzweig, James E. , Organization 
and Management: A Systems Approach (New York: McGraw-Hill, 

1970), p. 60. 
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Taylor did not develop a broad, general theory of management. 

His emphasis was on making management a science rather than an 

individualistic approach based on rule of thumb. He set forth the new 

duties of management as follows: (1) develop a science for each element 

of a man's work; (2) scientifically select and then train, teach, and 

develop the workman; (3) cooperate with the men so as to ensure that 

all the work would be done in accordance with scientific principles; 

5 

(4) divide responsibility between management and workmen. 

Scientific management was concerned with optimizing effort at 
the shop level. In contrast, there developed a body of knowledge during 
the first half of the twentieth century whose primary emphasis was on 
establishing broad administrative principles applicable to higher 
organizational levels. March and Simon refer to this body of knowledge 

r* 

as "administrative management theory. " D Other writers call it the 

traditional or classical theory of management. Classical organization 

theory is the main subject being taught under the heading of management 

7 ‘ 

in business schools. 

One of the earliest exponents of a general administrative manage- 
ment theory was Henri Fayol. Administration, according to Fayol, 

^Frederick W. Taylor, "The Principles of Scientific Management, " 
Scientific Management (New York: Harper and Row Publishers, Inc. , 
1947), p. 36-37. 

0 

James G. March, and Herbert A. Simon, Organizations (New 
York: Wiley and Sons, Inc., 1958), p. 22. 

'Drucker, The Practice of Management , p. 193. 
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could be studied by a process of abstraction and its elements established. 
He found these elements to be (1) planning, (2) organizing, (3) to com- 
mand, (4) coordinating, and (5) controlling. Fayol's work gave to classi- 
cal administrative theory the form which it has retained until the present 

.. 8 
time. 

Another point of view on classical organization is that of the 
sociologists who draw heavily on the work of Max Weber. The Sociolo- 
gist sees the organization as a large, complex social unit in which many 

p 

social groups interact. Weber concluded that the movement of history 
is away from traditional modes of organization and toward increasing 
rationality as manifested in the spread of bureaucracy. 

Weber saw such organizations as having five major qualities 
which set them apart from organizations in the past. 

1. Division of Labor. Tasks were broken down into the most 
minute particle of specialization so that even the rawest worker could 
master his task in the shortest time with a minimum of skill. 

2. Centralization of Authority. This is simply the progressive 
concentration of control in a hierarchy. 

^George B. Strother, "The Social Science of Organizations, " 

Four Perspectives (Englewood Cliffs, N. J. : Prentice-Hall, Inc., 

1962), p. 10. 

^Amitai Etzioni, Modern Organizations , (Englewood Cliffs, 

N. J. : Prentice-Hall, Inc., 1964), p. 41-42. 

^Robert C. Stone, "The Sociology of Bureaucracy and Profes- 
sions, " Readings in Contemporary American Sociology (Paterson, 

N.J.: Littlefield, Adams and Company, 1961), p. 498. 
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3. Rational Program of Personnel Administration. Employees 
of a bureaucracy are selected by comparing the objective standards 
set by the officials of the organization for adequate performance of a 
job with the qualifications of the applicant for the job. 

4. Rules and Regulations. Bureaucracies have well-articulated 
policies which are impersonally and uniformly applied by officials. 

5. Written Records. For the sake of organizational continuity 
and for the purpose of achieving uniformity of action bureaucracies 
maintain elaborate records. ^ 

Another major contributor to management thought during this 
period was Mary Parker Follett. She brought to her writings and 
speeches a vast knowledge of governmental and business administration. 
She presented many lectures and wrote articles which, taken together, 
established a philosophy of management. ^ She was unique in empha- 
sizing the psychological and sociological aspects of management. She 
viewed management as a social process and the organization as a social 
system. Her ideas in such areas as the acceptance of authority, the 
importance of lateral coordination, and the necessity for change in an 
organization differed substantially from those of other writers. 



^W. G. Scott, and T. R. Mitchell, Organizational Theory, A 
Structural and Behavioral Analysis (Homewood, 111. : The Dorsey 
Press and Richard D. Irwin, Inc., 1972), p. 11-12. 

12 

H. C. Metcalf, and L. Urwick, (eds). Dynamic Administration: 
The Collected Papers of Mary Parker Follett (New York: Harper and 
Row Publishers, Inc., 1941). 
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In the 1930's Mooney, Urwick, Gulick, and Barnard were able 



to integrate the work of Taylor, Fayol, Follett, Emerson, Gantt, and 
Gilbreath to name a few of the more illustrious contributors to manage- 
ment theory, drawing from experience of several generations of public 
officials, army officers, church leaders, and of course, managers of 
business and thus suggested the universality of the classical principles. 
This universality has been maintained in such classic texts as those of 
Koontz and O'Donnell (1959). Barnard, for example, was able to develop 
a closely reasoned theory in which he brought into the forefront the role 
of leadership and decision making. ^ 

The human relations movement had its recognizable beginnings 
on the Hawthorne experiments conducted by Mayo, Roethlisberger, and 
Whitehead. These experiments provided a break from the tradition of 
scientific management and industrial psychology which had held that 
illumination, work conditions, rest periods, fatique, and other physical 
and physiological variables combined with strong monetary incentives 
were the primary factors influencing output and productivity. Social 
and psychological factors were now seen as being of major importance 
in determining worker productivity and satisfaction. ^ 



13 

Chester Barnard, The Functions of the Executive (Cambridge, 
Mass.: Harvard University Press, 1938), p. 16. 

14 

Roethlisberger and Dickerson, Management and the Workers, 
Cambridge, Mass.: Harvard University Press, 1939, p. 185-186. 
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One of the first writers on organization to take a behavioral view 
of the subject was Chester I. Barnard. Barnard defined organization 
as a "system of cooperation. " 

Whereas classical theory implies that authority is delegated 
from the top down, Barnard thought of it as delegated upward: 

A person can and will accept a communication as authoritative 
only when four conditions simultaneously obtain; (a) he can and does 
understand the communication; (b) at the time of his decision he be- 
lieves that it is not inconsistent with the purpose of the organization; 

(c) at the time of his decision, he believes it to be compatible with his 

personal interest as a whole; and (d) he is able mentally and physically 

1 5 

to comply with it. 

Barnard's theories were further developed by Herbert A. Simon 
in his book Administrative Behavior on the decision-making approach. 

Like Barnard, Simon emphasized that the equilibrium or survival 
possibilities of an organization depend on its ability to induce coopera- 
tion. Simon expanded the idea of decision making into a method of 
actually structuring an organization. He suggested that the structure be 
designed through an examination of the points at which decisions must 
be made and the persons from whom information must be required if 
decisions are to be satisfactory. 

15 

Barnard, The Functions of the Executive , p. 165. 

1 

Ernest Dale, Management: Theory and Practice (New York: 
McGraw-Hill, Inc., 1973), p. 185-186. 
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The systems approach is based on the idea that all organisms, 

including human organizations, are systems that probably follow the 

same rules to some extent. Therefore, an organization should be 

studied, not merely as a formal arrangement of superiors and 

subordinates or as a social system in which people influence each 

other, but as a total system in which the environment, the formal 

arrangements, the social system, and the technical systems are all 

constantly interacting. The goals of a complex system such as an 

organization are growth, stability, interaction, and survival. 

In this view, the organization is not a static arrangement of 

jobs that can be captured in an organization chart, but a pattern of 

1 7 

"inputs, outputs, feedback, delays and flows. " 

C. ORGANIZATIONAL STRUCTURES 

The basic type of organizational structures used to implement 
classical organization theory has been that of line and staff, either 
alone, in combination with each other, or mixed together in some 
other organizational form. Line and staff organization have been the 
basic organizational structures of American business and industry 
over the past few decades. (See Appendix A, page 50 for a chart 
depicting a typical line and staff organization). 

1. Line Organization 

The origin of line organization is unknown. It goes far 
back into history and is best exemplified in the military organization. 



17 



Ibid. 
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In industry the manufacturing organization best exemplifies its 
related activities. 

The line organization derives its name from the direct 

superior -subordinate relationship which characterizes it. Some of 

the advantages of the line organization are: (1) clear-cut, direct 

communication channels, (2) less costly to operate, (3) clear-cut 

lines of authority, and (4) serves as a good training ground in a 

1 8 

small organization. 

Some of the disadvantages are: (1) manager must know all 

jobs, (2) communications are restricted in that they can operate only 

1 9 

vertically and not horizontally, and (3) it tends to create a bureaucracy. 

Line organization is considered to be best suited for smaller 
operations with few levels of management and where functions lend 
themselves to repetitive, established routines.^ 

2 . Staff Organization 

American students of organization generally have chosen a 
concept of staff which can be characterized as the "neutral and inferior 
instrument" concept. It is, of course, very familiary. White des- 
cribed it in these terms in his very influential text: ". . . line 

1 8 

Arthur W. Gutenberg and Eugene Richman, Dynamics of 
Management (Scranton, Pa.: International Textbook Co. , 1968), 
p. 143-145. 

*^Ibid. , p. 145. 

20 Ibid. , p. 146. 
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authorities • . . are the central elements of any administrative 

system; staff and auxiliary agencies are necessary in a large and 

complex organization, but they are secondary. They serve the line; 

2 1 

the line serves the people. " 

Thus, "staff" in this concept is: "outside the lines of 
command"; "deliberate organization for thought rather than execution" 
and "purely advisory." 

The concept of "neutral and inferior instrument" can be 
broken down to two kinds of staff. 

One is the "general staff" which has no authority and acts 
as a liaison between departments. The other is a "specialized staff" 
which serves a special function and can be one of three types: 

1. Advisory staff- -gives guidance to other groups. 

2. Service staff--performs work for other groups. 

3. Control staff--regulates and constrains other 
groups through four forms: 

a. Functional control where orders are issued as 

a result of a specialized activity such as safety. 

b. Agency control where orders are issued in the 
name of the manager. 



21 

Leonard D. White, An Introduction to the Study of Public 
Administration (New York: Macmillan, 1955), p. 195. 

22 

R. T. Golembiewski, "Toward the New Organization Theories 
Some Notes on 'Staff, '" Midwest Journal of Political Science , Vol. V, 
No. 3, August 1961, p. 237-246. 
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c. Policy control where the performance of others 
is judged. 

d. Procedural control where the staff acts as a 

9 o 

policeman to see that procedures are followed. ° 
While there is little controversy concerning the line organi- 
zation as such, the same cannot be said of staff organization. View- 
points range from subjugating it to the line organization to the view 
that it will become the more powerful of the two. 

Peter Drucker feels that central staff organizations represent 
authority without responsibility. They tend to become masters of the 
operation. Staff undermines the organization and impedes the perform- 
ance of top management. He feels that staff functions should be under 
the line organization.^ 

Stahl has argued that the traditional concept of "staff" as 
advisor of, and subordinate to, "line" units at all levels, not only 
should not be the case and never has been the case.^ 

According to Golembiewski, Stahl had the right idea but he 
failed to take into account the revamping of traditional organization 
theory. Changes in the traditional concept of staff depend upon the 



23 

Keith Davis, Human Relations at Work, 3rd Edition (New York: 
McGraw-Hill, 1967), p. 174-178. 

o 4 

Drucker, The Practice of Management, p. 241-245. 

^O. Glenn Stahl, "More on the Network of Authority, " Public 
Administration Review, Winter 1960, p. 20. 
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development of organization theory (ies) of greater specificity than as 
provided by the traditional principles. 

The "neutral and inferior instrument" concept of staff is 
inadequate from a number of points of view. Primarily, the concept 
is a derivative from an inadequate base. The concept does not stand 
on any substantial proof either of its usefulness or of the degree to 
which it describes organization relations. Indeed, there is substantial 

evidence of the mischief of adhering to the concept, as in the matter of 

2 6 

adaption to change. 

According to an article appearing in the Industrial Relations 
News, many line jobs will be eliminated because of new technology, 
thus requiring fewer line supervisors. New communication devices, 
such as closed circuit television and two-way radios, will eliminate 
many supervisors. Specialists will handle emergencies, and decision- 
making will take place at the top. As a result, staff jobs will increase. 
Technical specialists will increase and human relation activities will 
become a major part of top management. The staff organization will 
27 

be predominant. 

Joan Woodward in her studies related to the effect of technol- 
ogy upon organization structure found this to be true. She found that as 
the complexity of technology rises, the ratio of indirect to direct 

2 6 Golembiewski, "Toward the New Organization Theories. " 

2 7 "A Revolution in Management, " Industrial Relation News , 
( 1955 ). 
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workers increases. The "burden of administrative and clerical 
workers grows in relation to production workers. " 

One thing is obvious, many companies seem to have diffi- 
culty keeping the line and staff working together harmoniously.^ 

D. CURRENT VIEWS ON CLASSICAL ORGANIZATION THEORY 
As mentioned before, the principles of classical organization 
theory and line-staff organization have been almost sacred. They have 
served as the basic foundation for American industry and have served 
it well as witnessed by the tremendous productivity of this nation. How- 
ever, due to changing conditions, many of these principles are being 
attacked as being inadequate for modern day industry. The pair of 
unity of command and one -line authority, for example, reflect two 
unreconciled strains of traditional organization theory. ^9 

McGregor says the old idea of equal authority and responsibility 
is no longer valid. There is an inequality between authority and 
responsibility since, there are so many things over which a manager 
has little or no control such as staff groups, the economy, government, 
customers, labor unions, etc. This in no way has diminished his 
responsibility to get the job done, but his authority and responsibility 
are not equal. ^0 

2 R 

William G. Scott, "Organization Theory: An Overview and an 
Appraisal, " Journal of the Academy of Management, Vol. 4, No. 1, 
April 1961, p. 7-26. 

^Golembiewski, "Toward the New Organization Theories. " 

- ^Douglas McGregor, The Human Side of Enterprise (New York: 
McGraw-Hill, 1960), p. 149-T7T! 
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Rensis Likert says that the theory that a person should have only 
one boss is no longer valid. He states that it was based on the authority 
of a supervisor to hire and fire. It was valid when man's basic needs 
were economic and loss of income meant a lack of food and shelter and 
in some cases, loss of life. Since man's needs are now of a higher 
order the "one man-one boss" theory is no longer a valid one on which 
to base an organizational structure. 

Likert advocates a structure based on overlapping groups instead 
of the man-to-man models of the past. He calls this a "linking-pin" 
function where one man is a member of more than one group and serves 
as the "linking-pin" between the groups. (See Appendix A, p. 51 for a 
diagram of the "linking-pin" function). His research conducted at the 
University of Michigan reveals that organizational structures using the 
group process of supervision and decision-making are more productive 
and develop better employee attitudes than the concepts of classical 
organization theory. ^2 (Chapter II covers this in great detail.). This 
overlapping group function is the basis of his attack on the "one -man- 
one-boss" idea. Under this system, a man must serve more than one 
boss since he is a member of more than one group. Likert feels this 
is compatible in science based management and that the usual problems 
caused by a man having more than one boss can be overcome in the 
atmosphere of supportive management. 

O *J 

A Rensis Likert, The Human Organization (New York: McGraw- 
Hill Book Co., Inc., 1967), p. 158-155. 

•^Ibid., p. 50-51. 
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